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§ 1730.4 Submission of disclosures. 
Unless otherwise required by OFHEO, 

the Enterprises shall provide to 
OFHEO on a concurrent basis copies of 
all disclosures filed with the SEC pur-
suant to § 1730.3. 

PART 1731—MORTGAGE FRAUD 
REPORTING 

Sec. 
1731.1 Purpose and scope. 
1731.2 Definitions. 
1731.3 Unsafe and unsound conduct. 
1731.4 Procedures for reporting. 
1731.5 Internal controls, procedures, and 

training. 
1731.6 Supervisory action. 

AUTHORITY: 12 U.S.C. 4513(a) and 4513(b)(1), 
(2), and (7). 

SOURCE: 70 FR 43627, July 28, 2005, unless 
otherwise noted. 

§ 1731.1 Purpose and scope. 
The purpose of this section is to set 

forth safety and soundness require-
ments with respect to the reporting of 
mortgage fraud in furtherance of the 
supervisory responsibilities of OFHEO 
under the Federal Housing Enterprises 
Financial Safety and Soundness Act of 
1992 (12 U.S.C. 4501 et seq.). 

§ 1731.2 Definitions. 
For purposes of this part— 
(a) Director means the Director of 

OFHEO, or his or her designee. 
(b) Enterprise means the Federal Na-

tional Mortgage Association or the 
Federal Home Loan Mortgage Corpora-
tion. 

(c) Mortgage fraud means a material 
misstatement, misrepresentation, or 
omission relied upon by an Enterprise 
to fund or purchase—or not to fund or 
purchase—a mortgage, including a 
mortgage associated with a mortgage- 
backed security or similar financial in-
strument issued or guaranteed by an 
Enterprise. Such mortgage fraud in-
cludes, but is not limited to, a material 
misstatement, misrepresentation, or 
omission in identification and employ-
ment documents, mortgagee or mort-
gagor identity, and appraisals that are 
fraudulent. 

(d) OFHEO means the Office of Fed-
eral Housing Enterprise Oversight. 

(e) Possible mortgage fraud means that 
an Enterprise has a reasonable belief, 
based upon a review of information 
available to the Enterprise, that mort-
gage fraud may be occurring or has oc-
curred. 

§ 1731.3 Unsafe and unsound conduct. 

An Enterprise may not require the 
repurchase of or may not decline to 
purchase a mortgage, mortgage backed 
security, or similar financial instru-
ment because of possible mortgage 
fraud without promptly reporting to 
the Director under § 1731.4. An Enter-
prise may decline such purchase or re-
quire such repurchase if it is reporting 
mortgage fraud or possible mortgage 
fraud in accordance with § 1731.4. 

§ 1731.4 Procedures for reporting. 

(a) Procedures for reporting—(1) Prompt 
report. An Enterprise shall report 
promptly mortgage fraud or possible 
mortgage fraud in writing to the Direc-
tor in such format and under such noti-
fication procedures as prescribed by 
OFHEO. The report shall describe the 
mortgage fraud or possible mortgage 
fraud in detail sufficient under OFHEO 
guidance. The Enterprise, at the sole 
discretion of the Director, may be re-
quired to provide additional or con-
tinuing information in connection with 
such mortgage fraud. 

(2) Immediate report. In addition to re-
porting in writing under paragraph 
(a)(1) of this section, in any situation 
requiring immediate attention by 
OFHEO, an Enterprise shall report the 
mortgage fraud or possible mortgage 
fraud to the Director by telephone or 
electronic communication. 

(b) Retention of records. An Enterprise 
shall maintain a copy of any report 
submitted to the Director and the 
original or business record equivalent 
of any supporting documentation for a 
period of five years from the date of 
submission. 

(c) Nondisclosure. An Enterprise may 
not disclose, without the prior written 
approval of the Director, to the party 
or parties connected with the mortgage 
fraud or possible mortgage fraud that 
it has reported such fraud under this 
part. This restriction does not prohibit 
an Enterprise from— 

VerDate Aug<31>2005 05:03 Jan 31, 2006 Jkt 208041 PO 00000 Frm 00398 Fmt 8010 Sfmt 8010 Y:\SGML\208041.XXX 208041



389 

Federal Housing Enterprise Oversight § 1750.2 

(1) Disclosing or reporting such fraud 
pursuant to legal requirements, includ-
ing reporting to appropriate law en-
forcement or other governmental au-
thorities; or 

(2) Taking any legal or business ac-
tion it may deem appropriate, includ-
ing any action involving the party or 
parties connected with the mortgage 
fraud or possible mortgage fraud. 

(d) Acceptance of other forms. The Di-
rector may, upon written notice to 
each Enterprise, accept reports of 
mortgage fraud or possible mortgage 
fraud in formats promulgated by any 
Federal agency that has jurisdiction 
over the reporting of mortgage fraud or 
possible mortgage fraud by the Enter-
prises. 

(e) No waiver of privilege. An Enter-
prise does not waive any privilege it 
may claim under law by reporting 
mortgage fraud or possible mortgage 
fraud under this part. 

§ 1731.5 Internal controls, procedures, 
and training. 

An Enterprise shall establish ade-
quate and efficient internal controls 
and procedures and an operational 
training program to assure an effective 
system to detect and report mortgage 
fraud or possible mortgage fraud under 
this part. 

§ 1731.6 Supervisory action. 

Failure by an Enterprise to comply 
with §§ 1731.3, 1731.4, and 1731.5 may sub-
ject the Enterprise or the board mem-
bers, officers, or employees thereof to 
supervisory action by OFHEO under 
the Federal Housing Enterprises Safety 
and Soundness Act of 1992 (12 U.S.C. 
4501 et seq.), including but not limited 
to, cease-and-desist proceedings and 
civil money penalties. 

PART 1750—CAPITAL 

Subpart A—Minimum Capital 

Sec. 
1750.1 General. 
1750.2 Definitions. 
1750.3 Procedure and timing. 
1750.4 Minimum capital requirement com-

putation. 

APPENDIX A TO SUBPART A OF PART 1750— 
MINIMUM CAPITAL COMPONENTS FOR IN-

TEREST RATE AND FOREIGN EXCHANGE 
RATE CONTRACTS 

Subpart B—Risk-Based Capital 

1750.10 General. 
1750.11 Definitions. 
1750.12 Procedures and timing. 
1750.13 Risk-based capital level computa-

tion. 

APPENDIX A TO SUBPART B OF PART 1750— 
RISK-BASED CAPITAL TEST METHODOLOGY 
AND SPECIFICATIONS 

APPENDIX B TO SUBPART B OF PART 1750 [RE-
SERVED] 

AUTHORITY: 12 U.S.C. 4513, 4514, 4611, 4612, 
4614, 4615, 4618. 

Subpart A—Minimum Capital 

§ 1750.1 General. 

The regulation contained in this sub-
part A sets forth the methodology for 
computing the minimum capital re-
quirement for each Enterprise. The 
board of directors of each Enterprise is 
responsible for ensuring that the En-
terprise maintains capital at a level 
that is sufficient to ensure the contin-
ued financial viability of the Enter-
prise and that equals or exceeds the 
minimum capital requirement con-
tained in this subpart A. 

§ 1750.2 Definitions. 

For purposes of this subpart A, the 
following definitions shall apply: 

Affiliate means any entity that con-
trols, is controlled by, or is under com-
mon control with, an Enterprise, ex-
cept as otherwise provided by the Di-
rector. 

Commitment means any contractual, 
legally binding agreement that obli-
gates an Enterprise to purchase or to 
securitize mortgages. 

Core Capital—(1) Means the sum of (as 
determined in accordance with gen-
erally accepted accounting prin-
ciples)— 

(i) The par or stated value of out-
standing common stock; 

(ii) The par or stated value of out-
standing perpetual, noncumulative pre-
ferred stock; 

(iii) Paid-in capital; and 
(iv) Retained earnings; and 
(2) Does not include debt instruments 

or any amounts the Enterprise could be 
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